The article substantiates the expediency of creating a mechanism for protecting relatively small farms, which are so characteristic of the countries of the European Union (in particular Lithuania), in their operations at competitive markets. An ideal solution to the problem may be the creation of producers organisations on the basis of an agricultural cooperatives, although this is not an uncontested option for the desired structure-forming way. The aim of the research is to develop objectives and measures to activate formation of farmers producers' organisations for sustainable agricultural and rural development. The study analyzed the experience of different European Union countries (legal regulations, scientific and statistical sources) in aspects of cooperation and development of producers' organizations. Organizational leaders, institutional policy-makers and specialists from self-governing organizations were interviewed. Also, this experience was compared to the current experience of agricultural business in Ukraine, the search for ways to transfer the best practices.
Introduction
The Lithuanian agricultural sector is dominated by small farms, which find it difficult to operate under market conditions. Therefore, in order to acquire competitive advantages, they have to merge into bigger units establishing cooperatives (cooperative associations). The agriculture and rural development documents emphasise that cooperation in agriculture is one of the priority areas. It is stated that it helps to resolve economic and social problems of holdings, contributes to balancing economic relations, increases competitiveness of the agriculture and food manufacturing sector at the international level.
The aim of the research is to develop objectives in order to activate formation of farmer producer organisations (hereinafter PO) as well as measures for sustainable agricultural and rural development.
Methodology
In the paper the analysis of the economic literature and legal documentation on the regulation of agricultural market and cooperative activity of farmers is conducted. A semi-structured interview with the heads and specialists of cooperatives and POs in Lithuania, Poland, German, France, Sweden, Italy, Ireland, Latvia was applied. Conversations were not strictly formalised, therefore the atmosphere between the researcher and the respondent was freer. Some of the necessary questions were semistructured, pre-defined. This way the information about formation and activity experience of cooperatives and POs was gathered. The product sales process, support granted by EU and the country were analysed, PO formation problems, document handling, peculiarities of planning, organising, management, control and accounting were examined.
Research methods: the analysis of online sources, literature and documents, application of analogies, methods of data statistical analysis. Inductive approach is applied analysing data.
The results of the research are used by country's POs developing operational programmes, National Paying Agency under the Ministry of Agriculture, which will assess, approve prepared operational programmes and control the process.
Results of research

Cooperation development in Lithuania
The legal environment for cooperation in Lithuania began in 1993, when the Republic of Lithuania Cooperative Law was adopted, which was later converted to the Republic of Lithuania Law on Cooperative Societies (Cooperatives) and other regulations. After amendment and supplementation of the Law on corporation tax, the Law on the Immovable Property of Enterprises and Organisations, the Law of Road Maintenance and Development Programme in 2003, tax concessions were provided for the agricultural cooperatives, which are not applicable for cooperative associations in other sectors. Financial assistance was granted in subsidised loans until 1997, and the assistance for financing (from the national budget) actually incurred investments was implemented in 1999. rural political measures in order to implement the strategy in 1990-2013 by creating an industrial society (Table 1) . Besides the financial assistance, cooperatives are provided with the methodological support, which includes education, training, consultations and research. Agricultural cooperative training programs are prepared, considerable funds are allocated to education, training and consultations every year. Favourable conditions for cooperation are in place. However, new agricultural cooperatives are established quite slowly: only a half of over 440 registered agricultural cooperative associations are operating. This happens for various reasons.
According to the joint research done by the Lithuanian Institute of Agricultural Economics and Arizona State University, the reason of merging to a cooperative is willingness to avoid middlemen and aim to oppose the monopoly of processing companies (especially in dairy business), and the biggest fair is limited financial capacity (Westerlund-Lind, 2011) . Only well-structured and economically strong cooperative associations have made use of the financial support. Besides financial restrictions, there are social obstacles: the considerable lack of competent managers, fear to work together, mutual distrust, lack of initiative, reluctance of larger farmers to merge with small farmers.
Currently several trends of cooperation development in Lithuania are most likely: horizontal -cooperatives buying in agricultural production, which have more opportunities in the milk, cattle and cereals sectors; vertical cooperation -of primary agricultural production sector and processing companies -has more opportunities in meat and fruit and vegetables sectors, where the monopoly of processing companies is relatively small. However, cooperation development in Lithuania is not sufficient enough. One of the ways to improve the situation in this area is to promote and support creation of producer organisations.
Producer organisations in the EU Member States
In legal terms, EU producer group or producer organisation is a legal entity, which complies with the determined recognition requirements and is recognised by the procedure established in accordance with EU regulations and national legislation as well as connects agricultural producers and has the right to receive financial support. The recognised producer organisations or producer groups are recorded in the national register. In fruit and vegetables sector, producer organisation means a higher level of recognition and producer group means only a preliminary recognition not longer than for the period of five years, during which the recognition requirements of the producer organisation shall be fulfilled.
Producer organisations operating in different countries varied significantly: there were 14 POs in the Netherlands, which is known by its agricultural production, in 2007, however, average turnover of an organisation was even more than 124 million euros. The farmers of other countries, such as Portugal, Spain, Greece, took a slightly different path: in comparison there were many POs with a relatively low turnover. The average turnover of a PO in EU in 2001 was 10 million euros. It is clear that more and more registered PO in new EU Member States will result in the lower average turnover of a PO. The optimum size of the PO depends on a particular situation.The table 2 provides information on the number of producer organizations in the EU and their annual turnover. In 2010 there already were 1599 recognized POs in 23 EU State Members. Estonia, Luxembourg, Lithuania and Slovenia had no recognized POs. An example of the union of national cooperatives is the milk processing cooperatives of Denmark, Norwegian and Sweden. They, cooperating together, have very modern high-capacity dairy factories able to distribute their products all over the world. The development direction of the national cooperatives is the following: cooperatives of the smaller countries (e. g. Luxembourg) unite into national organisations more actively than those of the major countries (e. g. Germany), which have wide internal market. Hence, despite the differences between countries in history, economy, culture and traditions, the economy becomes more and more uniform because of the effects of globalisation. This suggests that the internationalisation process of cooperatives will increase, the organisational, financial, marketing and other regulations of cooperatives will become similar.
In Poland not only fruit and vegetable PGs and POs are recognized and supported, but also PGs of other agricultural production. Creation and activities of POs have benefits not only for farms of PO members, their households, but also have a positive influence on the development of rural areas, helps the government to implement agrarian policy. POs and PGs are not only economic organizations, but also perform important rural social development functions.
In Germany formulating support and activation policies for POs the following essential objectives are taken into account: 1) increase and maintain quality; 2) motivate and encourage membership in POs; 3) maintain and protect the environment; 4) promote the concentration of supply; 5) improve trade in goods and services (improve market relations); 6) maintain and increase quality; 7) improve management of POs; 8) increase efficiency; 9) skill development and enhancement of the innovation capacity; 10) decrease the quantity of goods at the end of the year; 11) balanced (sustainable, moderate) consumption and preservation of natural resources, especially, water and soil; 12) combating climate change; 13) waste reduction.
There is a large number of POs in France, though their average turnover is just around 5 million euros. The networking of POs should be initiated and additionally supported. A PO with the higher turnaround makes use of assistance provided for operational programmes more successfully, though on average only 2.3%, instead of possible 4.1%, of the realised production value are allocated to the French PO operational funds. A number of POs, a number of their members and the value of production marketed through POs decreased in France because of other sufficiently effective financing measures requiring less administrative control for investments to agricultural holdings (through the structural funds or rural development programme) (Development of agricultural..., 2015) .
The history of cooperatives in Sweden started already in the middle of the nineteenth century. After the membership of the EU and the withdrawal of financial support for agriculture as well as opening the borders, the role of country's cooperatives decreased, because most of them did not survive the shock treatment. The activity of foreign cooperatives in Sweden became particularly strong. In Sweden over 40% of all grown fruit and vegetables are sold through POs. The legal status of the PO is often a limited liability company (Wiatrak, 2015) .
Formulating support, activation policies for POs in Italy the following essential priorities are taken into account: 1) cutting costs in manufacturing; 2) investments to the quality improvement; 3) product strategy; 4) territorial marketing; 5) promotion of merger, union and integration between producer groups; 6) research and product innovation; 7) conclusion of long-term sales contracts; 8) optimisation of logistics business; 9) more favourable financing for companies.
Currently there are only two POs in the fruit and vegetables sector in Ireland, one of mushroom growers and another of cultures under shelter. Smaller POs did not last in market because of strong commercial networks. The PO of mushroom growers operates as a public limited liability company. There has been a clear tendency to participate in international POs, in particular in fruit and vegetables sector, where separate growers are from the Great Britain or the Netherlands, that it would be easier to enter the market with higher production volumes. The aim of Ireland is to improve and facilitate the EU rules regarding administration of operational programmes and to promote activities of the international producer organisations. The legal framework for the formation of POs in the milk sector is being developed. It is also planned to form the beef PO under the EU Directive on Common Organisation of the Markets for Agricultural Products (Assessment, 2015) .
Cooperated farmers, members of the PO, sale their production more efficiently, buy the production means cheaper than buying them individually. However, its members are obliged to comply with the rules of the legal entity in respect to production statement, production itself, realisation and environment protection, to realise all production in possession through the PO (with the exceptions foreseen in the EU Regulation), to pay financial contributions under the statutes in order to create and renew operational fund (Westerlund-Lind, 2011) .
The process of merger to such organisation is very complicated and confronts many obstacles. The most important is to overcome psychological barriers, to have positive examples of joint activities, to create possibilities for competent consultations. However, objective and organisational creation of farmers' formal PO is a must. For example, in Poland it is recognised that POs play an important role in stabilising agricultural and food markets. Polish authors indicate that depending on the goals set out by the particular group, the groups of farmers producers with the organisational legal form may also perform the following functions: organising activities of producers; sales and purchases; searching for customers and ensuring permanent relations with them; gathering and processing information about markets ensuring the necessary transparency; analysis of market situation, planning and foreseeing short- term and long-term market changes; increasing productive potential; sampling of preferable agricultural product species and variety; increasing the level of specialisation and specialized production volumes; carrying out reasonable changes in production profile; production intensification; support for products and services; matching products to consumer needs (packaging, commercial preparation, standardisation, defining quality characteristics); negotiations; physical good distribution (storage, warehousing, transportation according to principles of logistics, formation of a demanded good quantity); risk-taking and decreasing, applying insurance, guarantees and other measures; executing complex settlements; training (Sposoby …, 2008) . Analysis of PO development process in Lithuania and other post-communist countries shows many relevant and unresolved problems in psychology, economy, organisation, law and consultation arrears:
1) psychological problems: mutual distrust between producers; low economic awareness level of farmers and hence insufficient assessment of joint activity benefits; insufficient quantity of positive group activity examples; unsuccessful experience with cooperative activity; unwillingness or failure to perform leadership functions in agricultural activity.
2) economic, organisational and legal problems: lack of financial resources to begin a successful agricultural activity; difficulties concluding contracts because a significant number of buyers do not want to conclude contracts with a PG; lack of financial resources to employ specialists even in a part-time position, especially in the early-stage; imperfect legal solutions in respect to the POs of farmers and regulation of their unions and relations with market; lack of systematic proper regulation for distribution of the added value generated in all chain of good development. 3) organisational advisory problems: lack of uniform PO advisory methodology; very unequal knowledge and capabilities of consultants.
Many authors emphasize that the negative experience of history in respect of full communitization had a significant negative impact (negative experience of collective farms) (Boguta, 2014 , Czapiewska, 2013 , Wiatrak, 2015 .
Though joint activity creates considerable economic benefits for PO farmers, there are many social obstacles to its development: lack of education and knowledge, traditional evasion of any changes, distrust in potential partners, unwillingness to develop organisational innovations, unwillingness to perform (and it often means to do it without payment) leadership functions or simply lack of skills to perform them. Still low level of merging farmers shows that it is quite complicated to gather numerous producers of one product willing to carry out cooperative agricultural activity. Besides that, there is a lack of leaders, who would do voluntary work organising the group. Currently legal regulatory framework is favourable for the large sales holdings, which already are large market participants. For small and The applicant to receive support is a legal entity, registered in the Register of Legal Entities not earlier than on 1 January 2014 and consisting of not less than 10 members (natural and (or) legal persons, carrying out agricultural activities), complying with the validity requirements and officially recognized as a producer group (organisation) on the basis of business plan.
Support for PO in the Europe Union
The supported producer groups (organisations) are those, which carry out trade and (or) marketing activities, with the priority for the organic production farms as well as groups (organizations) uniting livestock farms (Bijmans, 2013) .
The maximum possible amount of public support for the first year is 10% of the average annual value of the marketed production. The maximum possible amount of public support for one activity (business plan implementation) year may not exceed 100 thousand euros.
The support decreases proportionally: support for the first, second, third, fourth and fifth activity (business plan implementation) year shall not exceed 10, 9, 8, 7 and 6% respectively, of the annual value of the marketed production of that year. Currently in Lithuania POs may be recognised (the legal framework is prepared) in fisheries and aquaculture, fruit and vegetables as well as mild sectors. The Lithuanian rural development programme for 2014-2020 covers the basic principles of recognition and support for producer organisations in other agricultural sectors, the rules of applying these principles are prepared.
With regard to support, it is necessary to mention that The European Union supports organisations, which have operational funds by financing up to 50% of members' contributions, however the support shall not be higher than 4,1% of PO documented annual income from marketing fruit and vegetables of its own group, which were produced in the holdings of the organisation members. Operational fund is used to finance approved operational programme and additionally compensate for products not put up for sale.
The PO's leagal status guarantees that financial support will be delivered to agricultural producers and used for the purposes that represent their joint economic interests. The simplicity and transparency of this procedure makes it impossible for the manifestations of corruption that are so characteristic of the countries of emerging democracy, to which Ukraine belongs The country has a great agrarian potential. Its implementation is necessary not only for the economic consolidation of fundamental transformations within the country, but also on a global scale -to strengthen the role of Ukraine in providing the World's sharply growing population with food.
How to make the state support of new Ukranian cooperatives more effective?
Market transformations in the agrarian sector of Ukraine have already brought tangible results. More than 12% of the Ukrainian GDP and 38% of exports are created in agricultural sector. Ukraine is the World leader in the production and export of sunflower seeds and sunflower oil, No. 2 -in wheat and nuts exports, No. 3 -in the production and exports of balley and rape. The fact, 174 countries in the World are buying food from Ukraine. However, Ukrainian farmers could even more significantly declare their achievements with the presence of a perfect organizational structure of agriculture and effective use of the state financial support. The problem is not whether the agriculture receives sufficient assistance (its volume is growing steadily), but how to ensure that these funds are received by the final recipients. Consequently, the problem of structural transformations and increasing the effectiveness of the use of financial state support is closely linked in Ukraine. There is no doubt that the organizational structure of a market-type agriculture in Ukraine should be formed on a cooperative basis. This is confirmed by the numerous studies of Ukrainian researchers (Moldavan, 2001 , Malik, 2005 , Horbonos, 2003 , Panteleymonenko, 2008 , Ushkarenko, 2009 ), as well as declared in the program documents of Ukranian Parliament and the Government (Uchoda…, 2014). The emergence and development of market-oriented cooperatives in Ukraine became possible after the adoption in 1997 of the Law of Ukraine "On Agricultural Cooperatives" (with subsequent minor changes and additions). Creation of a legal framework for the development of cooperation was optimistic about domestic farmers, especially private family farmers, and became a definite impetus for the broad recognition of the need to support agricultural cooperatives as part of the market transformation in the agricultural sector (Table 3) . However, government financial and other assistance, as a rule, was directed at large-scale agribusiness enterprises, which do not participate in such cooperation. The funds allocated for the development of cooperation, compared with the needs for these goals throughout the country were not significant. In addition, there was no effective mechanism for the allocation of these funds and monitoring the effectiveness of their use. Market-oriented cooperatives in the eyes of society continue to be associated with a small (and therefore secondary) business. Unfortunately, the practice of the first Ukrainian cooperatives did not provide empirical arguments to dispel this myth. New cooperatives have not turned into powerful agribusiness structures, their role in the country's economy is estimated to be negligible, and the initial euphoria of the cooperative boom has changed wary and even sometimes skeptical attitude of the potential co-operators themselves.
A huge number of cooperatives in Ukraine remain only formally registered, others hardly live, and others work with a significant violation of the fundamental principles of co-operation, or even adapting to the shadow business. It is a fact that many cooperatives were created under international donor programs and ceased to exist immediately after the end of these programs. The possibility of obtaining state grants for the development of cooperatives tends to lead to the appearence of entrepreneurial quasi-cooperative structures that de jure call themselves cooperatives, and de facto have nothing or almost nothing to do with them. In some cooperatives, legal entities and individuals who do not work directly in the field of agricultural production, but somehow associated with it, penetrate into the members of the cooperative under the guise of so-called associate members (the law allows it). For example, processing enterprises, trade intermediary structures, information and consultative institutions, etc. From this it follows that among domestic co-operators there is no clear idea of the nature of the institute of associate membership, which ultimately further exacerbates the organizational problems of cooperative activities.
The lack of financial stability in the country, periodic outbreaks of inflation, and the menacing imbalance of the banking system are factors that hold back the capitalization of agricultural cooperatives, as well as the emergence and maneuverability of free financial resources in the cooperative sector. Cooperatives are virtually devoid of opportunities to start, expand, and diversify their business. The increase of financial risks and the level of uncertainty about financial stabilization explains the extreme caution of investment activity of agricultural producers and the lack of their proper mutual trust.
Thus, the further development of agricultural cooperatives in Ukraine will depend on two important factors. On the one hand, under the condition of political and economic stabilization, it is necessary to count on a significant increase in financial assistance to agricultural cooperatives from the state and local budgets. This financial assistance is aimed at supporting and developing family farming, which is a means of confronting the monopolization of the land market and the condition of preserving the countryside as a living environment for citizens. On the other hand, it is vital that co-operatives can obtain and effectively use this financial assistance.
In this regard, three main tasks become evident. First, agricultural producers need to understand the mission of cooperatives in obtaining financial assistance from the state. The second is that there must be a reliable mechanism for confronting nontargeted distribution of funds. First of all, they can not be available to the business structures which are not owned by agricultural producers. Given the experience of the EU, it is not necessary to limit the beneficiaries of state support to cooperatives only. However, cooperatives should occupy a central place as organizations of agricultural producers. Thirdly, in Ukraine there is a sharp lack of a representative body whose main task would be to identify the true cooperatives, their compliance with the international principles and the economic nature of this unique organization. This is especially true for those cooperatives claiming financial assistance from any source. This would ensure the targeted use of donor funds and significantly increase the anticorruption basis for the formation of a cooperative movement. The structure of such body should include representatives of successful cooperatives, reputable public figures and professional experts, including foreign ones. The procedure for monitoring and diagnosing cooperatives should be standardized, transparent and understandable. This requires the experience of the EU countries.
Conclusions
1. In some post-communist countries, the notions of PG and PO are used as a name for cooperation between farmers, which means the revival of real voluntary farmers' cooperative movement. This way re-named farmers' cooperative movement is not associated with the compromised forced collectivisation and cooperation of agriculture.
2. The most suitable company form for PO recognition is a cooperative association (cooperative), however PO formation is slowed by the size of cooperatives not ensuring the required turnaround volume traded through them, which would motivate to seek for the support provided for PO in order to develop marketing.
3. Though POs were validated by the Law of the Republic of Lithuania on Agricultural and Rural Development in 2002, there are still only one fruit and vegetables PO and 4 formal fishery POs. PO development is slowed by the relevant and unresolved problems: in psychology, economy, organisation, law and consultation arrears. Besides that, PO formation is slowed by the size of cooperatives not ensuring the required turnaround volume traded through them, which would motivate to seek for the support provided for PO in order to develop marketing.
4. Experience in foreign countries shows that farmers cooperating and becoming PO members dominate market, sale their production more efficiently, buy the production means cheaper than buying them separately.
5. Ukraine belongs to the countries that only enter the «cooperative phase» of the of its agricultural sector development. Implementing the well known Ukrainian agrarian potential and ensuring rural development will largely depend on how effectively the new Ukrainian cooperatives will use the state financial assistance as well as other financial support. To this end, Ukrainian farmers need a clear understanding of the role of their cooperation to get access for the state budget funding, protection from the spread of pseudo-cooperative structures, the establishment of transparent and effective control over the targeted use of allocated resources.This raises interest to the support of agricultural producer organizations in the EU.
